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1. SUMMARY: PHILIPS ANNOUNCED ON SEPTEMBER 3 ITS PRACTICAL 
WITHDRAWAL PROM UNIDATA AND FROM THE LARGE AND MEDIUM COMPUTER 
FIELD. WHILE IT USED THE CII-HONEYWELL/BULL MERGER AS A PEG, 

THE COMINANT FACTOR IN ITS DECISION WAS FACT THAT ITS LARGER 
COMPUTER ACTIVITIES WERE NOT PROFITABLE AND LOSSES WERE PRO- 
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JECTED POR MANY YEARS. GON PAVORED CONTINUATION OF 
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UNIDATA OR UNIDATA-TYPE COOPERATION. HOWEVER, COST TOO HIGH 
AND COULD NOT BE AEFORDED. NOTWITHSTANDING SOOTHING WORDS, 
DEMISE OF UNIDATA IN ITS PRESENT FORM IS CERTAIN. END SUMMARY. 

2. SINCE THE MAY 12, 1975 ANNOUNCEMENT OF FRENCH GOVERNMENT 
APPROVING THE MERGER OE CII AND HONEYWELL/BULL, RUMORS HAD 
SPREAD REGARDING THE WITHDRAWAL OE PHILIPS FROM UNIDATA. THE 
DUTCH COMPANY MANAGEMENT ANNOUNCED ON SEPTEMBER 3 THAT 
UNIDATA COOPERATION WAS NO LONGER POSSIBLE. IT SAID THAT IT 
HAD DECIDED TO QUOTE RESTRUCTURE UNQUOTE ITS COMPUTER 
ACTIVITIES AND TO WITHDRAW GRADUALLY FROM THE MEDIUM AND 
LARGE COMPUTER FIELD. HOWEVER, IT WOULD CONTINUE TO HONOR 
CONTRACTS EOR DELIVERY OE THE P 1000 SERIES FOR NEXT FEW 
YEARS AND WILL ALSO SERVICE UNIDATA COMPUTERS ALREADY 
DELIVERED. 

3. PHILIPS WILL NOW CONCENTRATE ON PRODUCTION OF SMALL OFFICE 
COMPUTERS, MINI COMPUTERS, DATA ENTRY EQUIPMENT, AND TERMINALS. 
THE COMPANY DECISION WILL CAUSE A EIFTH TO A EOURTH OF THE 
10,000 LABOR FORCE IN ITS EDP ACTIVITIES TO BECOME SURPLUS OVER 

A TWO-YEAR PERIOD. PHILIPS WILL HAVE DISCUSSIONS WITH LABOR 
UNIONS AND GOVERNMENT AND PROMISED TO MAKE A SERIOUS EFEORT 
TO FIND SUBSTITUTE EMPLOYMENT FOR MOST OF THESE WORKERS WITHIN 
ITS ORGANIZATION, BUT OBVIOUSLY SOME WILL HAVE TO BE DIS- 
CHARGED. 

4. REPORTEDLY TOTAL 1974 PHILIPS SALES OE EDP EQUIPMENT 
AMOUNTED TO 500 MILLION GUILDERS, OE WHICH THE P 1000 COMPUTERS 
ACCOUNTED FOR ABOUT 100 MILLION GUILDERS ONLY, BALANCE BEING 
REPRESENTED BY EQUIPMENT WHOSE PRODUCTION WILL CONTINUE. 

5. A MINISTRY OF ECONOMIC AFFAIRS OFFICIAL TOLD US THAT GON 
HAD AND STILL DOES EAVOR CONTINATION OF UNIDATA, OR AT LEAST 
COOPERATION OE PHILIPS WITH OTHER EUROPEAN EDP MANUFACTURERS. 
IN THAT CONTEXT IT HAD INCLUDED IN LAST YEAR'S BUDGET 50 MIL- 
LION GUILDERS FOR ASSISTANCE TO PHILIPS, BUT WE UNDERSTAND 
FUNDS WERE NOT USED. THE OFEICIAL ADDED THAT TO ENABLE 
PHILIPS TO REENTER THE LARGE COMPUTER MARKET WOULD REQUIRE 
HUGE INVESTMENTS OF HUNDREDS OE MILLIONS OF GUILDERS, WHICH 
NEITHER THE COMPANY NOR THE GOVERNMENT WAS PREPARED 
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TO COVER. HE STILL HOPED THAT PHILIPS WOULD COLLABORATE WITH 
OTHER EUROPEAN COMPANIES, MENTIONING SIEMENS OF GERMANY. HE 
ADDED THAT THE LATTER HAD ALREADY ANNOUNCED THAT IT WOULD 
CONTINUE PRODUCTION OF LARGE COMPUTERS AND ALSO ITS DESIRE TO 
COOPERATE WITH OTHER EUROPEAN COMPUTER PRODUCERS. 

6. COMMENT: A. WHILE PHILIPS HAS SIGNIFIED ITS WITHDRAWAL 
FROM THE LARGE AND MEDIUM COMPUTER FIELD, AS WELL AS A PHASE- 
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OUT OF ITS UNIDATA ACTIVITIES, IT HAS BEEN CAREFUL TO STRESS 
THAT THE PROCESS WILL BE GRADUAL. HOWEVER, THE DEMISE OF 
UNIDATA IN ITS PRESENT FORM IS CERTAIN. 

B. PHILIPS' PRODUCTION OP LARGER COMPUTERS WAS NOT PROPIT- 
ABLE. REPORTEDLY EVEN MOST OPTIMISTIC PROJECTIONS INDICATED 
LOSSES OVER MANY YEARS EVEN WITH GOVERNMENT SUBSIDIES. THE 
CII-HONEYWELL/BULL MERGER AND DECISION OF SIEMENS TO 
DISCONTINUE ITS PARTICIPATION IN UNIDATA PLAYED A ROLE IN 
PHILIPS' RECENTLY ANNOUNCED DECISION. BUT PLAIN BUSINESS 
SENSE AND REALITIES OP COMPUTER MARKET WERE DOMINANT FACTORS. 

GOULD 
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